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The Accountant’s Role in the Motel Industry
By: Miriam G. Berdou, C.P.A.
New Orleans, Louisiana

Management services, and systems installa
tion are now a part of the expanding profession
of accountancy as well as those areas tradi
tionally known as accounting and auditing.
Accountants who offer any of these services,
particularly those accountants who hold them
selves out to the public as experts, must be
capable and competent to perform them before
they undertake any assignment to audit, in
stall systems, or offer management services.
They must know something about the par
ticular industry, its history, its place in the
economic system, its operating procedurehow it earns its money.
New industries have appeared on the
horizon. Let us consider one of these. Motels
are a product of American free enterprise and
ingenuity, conceived and conducted by small
business people. Motels owe their birth to the
need for cheaper accommodations to the
traveling public; their growth to the continued
expansion of the automobile industry and the
vast improvement in the highway system.
Among the facts which contributed to the
continuance of the industry were the thousands
migrating looking for work during the depres
sion years, changing jobs during the war, re
locating after the war, and, in the prosperous
postwar years, just travelling.
The two basic types of motels are the
transient, catering to overnight guests, and
the terminal or resort. A third, the highway
hotel, is developing. The latter are not owned
or operated by small individuals but by large
corporations seeking by chain operation to
capture this market. This discussion is limited
to the transient type, which does not require
bars, lounges, amusements, etc.
A typical motel is located on a highway,
often adjacent to a restaurant and a gas station,
neither of which are owned or operated by the
motel. It consists of from 15 to 40 units, pro
vides free parking and clean, comfortable
sleeping accommodations, and is owned and
operated by a man and his wife. Since a motel
is generally at some distance from banking
facilities and since most of its receipts are in
cash, cash is used to pay most bills and pay
rolls. It is likely that personal and business
funds are commingled, and as is the case in
many small businesses, the owner-bookkeeper
relegates the task of record keeping to spare
time. The accountant must therefore devise
nonstandard methods of fund controls to re
place the usual “receipts deposited intact—

disbursements by check” system. From time to
time the industry’s excellent trade journals
have published motel accounting systems,
which follow closely the standard hotel ac
counting system, modified to fit the needs of
the motel industry. The accountant, using one
of the recommended standard systems as a
guide, must devise a simple easy method,
keyed to the disposition and capabilities of the
specific client, for recording the financial data.
Hotel and motel accounting have some
peculiarities, the basic one being that all
motel (and hotel) transactions are keyed to
the room rate and average rate of occupancy.
Motels are financed, bought, sold, leased, etc.,
on these factors, making it important that a
rate structure be adopted and adhered to.
Rates should not be higher or lower than the
going rate in the community. Lower rates will
bring on price wars; rates above the going
rate will lose customers. The justifications for
motels are economy, and the automobile can
easily take the customer away. Ideally, the
rate should be a fixed percentage above the
cost of operations including the economic
rental.
The ideal system seldom exists. Data, im
portant to the motel industry, which should be
recorded include: the day of the week as well
as the date; the weather; the number of guests
occupying the room; the length of occupancy,
and the rate charged. Two forms, the room
record and the registration blank, properly
designed, will supply this and other informa
tion necessary for management. When the
statistics afforded by these forms are tabulated
and evaluated, the accountant can give valu
able management assistance to his client. Some
of these might be: recommending that single
rooms be converted to double or the converse;
reduction of fuel loads on certain days of the
week; days when heavy housecleaning or re
pairs should be scheduled; days and hours of
work for employees; advisability of obtaining
or discontinuing certain facilities; use of vend
ing machines of incidental food and drinks,
establishment and use of advertising file; and,
of course, accounting and financial statistics.
These records can also be used to substantially
verify the recorded cash receipts.
Assuming that our motel owner called in
the accountant before he went into business
or made any commitments for land or build
ings, what should be the accountant’s role?
First, the accountant should insist that the
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prospectus of anticipated earnings and costs.
It is this statement that the owner will present
to the financing institution from which he
expects to obtain a loan. In the matter of
mortgages, the accountant should work close
ly with the client’s attorney. The accountant
is not responsible for legal aspects of mort
gages; he is responsible for suggesting that his
client seek legal advice. The accountant should
not make the fatal error of offering legal advice,
or posing as an expert on building, contracting,
or engineering. The accountant should be
sufficiently conversant with the basic require
ments of other professions to know when his
client needs an expert in another professional
field, and to be able to intelligently discuss
technical problems, when phrased in lay lan
guage, in the areas of other professions.
During the planning stage, the accountant
would advise, counsel, and confer with the
prospective owner and the other specialists.
During the construction or purchase of the
motel, he would control and record expendi
tures for construction and/or acquisition,
equipment, and furnishings, and determine
such important items as rate and method of de
preciation, distinguish between capital and
expense items, and determine for operating
and tax purposes whether the business struc
ture should be that of a corporation, partner
ship or a sole proprietorship. At the beginning
is the time for astute tax planning.
To go back to the planning stage, lest it be
overlooked, the facilities should include living
space for the owner, at least a bedroom,
separate kitchen and some sort of living roomden. Adequate space should be provided for
linen storage, painting, carpenter and plumbing
tools, lawn equipment, cleaning supplies,
repair space, lobby furnishings, as well as for
the linens, paint, tools, mowers, and other
actual needs. And, don’t forget the parking
lot, outdoor lights, signs, all of which (and
many other things) are necessary, and should
be included in the pricing, and the financial
requirements.
When the plans are completed, pricing is
complete, and adequate financing is assured,
the client is then ready to sign contracts, buy
land and build, or purchase a motel, order the
furniture, and open his doors for business.
The accountant meanwhile has devised and in
stalled the accounting system, so the business
is ready to operate.

client make complete disclosure of his finances,
his cash and non-cash resources, his credit
rating: any and all information that will
determine the client’s capability of financing
construction (or purchase) to completion and
operating during the initial period. Overstating
assets may result either in complete failure or
in accommodations skimpily constructed and
furnished or with inadequate facilities. Under
stating assets may result in excessive and un
necessary borrowing.
The accountant should advise the client to
plan and price the venture to completion be
fore the client makes any commitments or
spends any money, and the price to completion
should be comfortably within the client’s
financial capabilities. Then the client, not the
accountant, should tentatively select the loca
tion and the building site, plan the equipment
facilities, and prefurnish the rooms; engage
an attorney, architect, contractor, and, if the
location is not part of an established munici
pality, an engineer, and arrange for financing.
Each of these items offers a vast field for
discussion and the correct decision on each
is required to assure a successful venture. For
example, why buy a site then discover that
zoning laws prohibit motels? Or select a loca
tion and find that traffic will soon be routed
over a new highway? Or build a motel and
find that sufficient water is not obtainable or
that ground will not support sewage? Or,
that finances will not permit adding facilities
to overcome these deficiencies? Prefurnishing
the rooms is an absolute must if construction
costs are to be held to a minimum. If the
planned utilization is not known, the architect
will build rooms large enough for any eventu
ality-requiring more furniture than necessary
to overcome the bare look, or the motel owner
will end up with a motel with all single rooms.
Also, various motel associations have differing
requirements for membership, some require
wall-to-wall carpeting, some certain types of
mattresses, etc. If the owner decides to join one
of these associations, and has initially furnished
his motel within the standards, no major re
furnishing will be needed.
Now, we have arrived at a point—financing—
that is traditionally in the area of the account
ant. Using the data gathered by his client,
plus findings from other motels in the area on
the average room rate and the expected rate
of occupancy, the accountant will prepare a
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